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Abstract 
The purpose of this paper is to investigate the effect of information technology (IT) on organizational structure (OS) and firm 
performance (FP)  This study employed a causal and descriptive research design to determine the cause-and-effect relationships 
among IT, OS, and FP based on previous studies. A model incorporating these three constructs is examined using structural 
equation modeling (SEM). A 14-question self-administered questionnaire comprising three sections was employed. The target 
Tehran, Iran. A field survey was carried out and questionnaires were sent to all of the selected firms based on a cluster-sampling 
approach  The results show that IT has a direct and indirect impact on FP. OS is found to have a direct effect on FP. Finally, the 
results of the current study show that IT has a direct effect on OS  
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1. Introduction 
Information technology (IT) 
integral part and fundamental to support, sustain, and grow a business. Knowing this, corporations make huge 
investments in IT. Gartner (2010) reports that despite the current economic slowdown, worldwide IT spending 
reached $3.4 trillion in 2010, a 4.6 percent increase from 2009; yet a large portion of IT investment does not 
ntage 
(Crichton & Edgar, 1995). Law and Jogaratnam (2005), for example, showed IT to be an essential component of the 
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strategic planning process for boosting hotel business performance and improving customer service. Advanced IT 
can distinguish market offe
performance, and mobilize employees and business partners within the organization. Despite the widely held belief 
of the importance of IT, scholars are still struggling to specify the underlying mechanisms linking IT to 
7) and 
business structure (Bergeron et al., 2004). Actually, the relationship between IT, OS and FP has been the focal point 
for a number of researchers (Bergeron et al., 2004). The main objective of current study is to investigate the 
relationships among IT, OS and FP using evidence from Iran as a developing country. 
2. Theoretical foundations and hypotheses 
Advances in IT enable changing organizational forms. Whisler (1970) described how IT has impacted on the 
structures of the organization through increased vertical relations of information resulting in a greater centralization 
of information at the top of the hierarchy. He hypothesized that IT would have a tremendous influence upon the 
structure of the organization, resulting in fewer employees, a narrower span of control, a reduction in the 
organizational levels. He further proposed that the influence of IT would not be limited to a single department but 
would have a dramatic impact throughout the organization. It has also allowed a number of organizations to 
recognize several tasks through the automation of tasks. The reorganization of tasks resulted in a greater 
centralization of information. According to Whisler (1970), IT through vertical information processing enables 
organizational structures to become more bureaucratic through greater routinization of tasks. It enables an 
organization to be more reactive and proactive in an environment. Ciborra (1997) described how a shapeless 
organization employs IT to remain flexible in highly uncertain environments. For highly uncertain environments, 
she advanced that the traditional environment-structure linkage fails to create flexibility for organizations that are 
highly centralized and formalized. To alleviate this tension created between the environment and structure, IT is 
implemented to provide organizations with greater flexibility, allowing them to process more information about the 
environment. Argyres (1999) offered two reasons why the implementation of IT was more effective than a more 
centralized and formalized structure: Fist, the information systems aided coordination directly by making 
information processing less costly. Second, this enhanced information processing made the governance of the 
project more efficient. In effect, IT served as a proxy for an OS by providing a virtual, cyber or shadow structural 
forms characterized by greater decentralization and less formalization. Dibrell and Miller (2002) argued that 
advances in IT have enabled managers to adapt existing forms and create new models for organizational design that 
better fit requirements of an unstable environment. In fact, they assert that IT is a catalyst in the development of new 
ve 
advantages and, thus, its performance (Ragowsky et al., 1996). Li and Ye (1999) examined the impact of the 
environmental dynamism on the relationship between IT investment and FP to 
investment, absorptive capacity and monitoring; these, in turn, contribute to strategic and operational performance 
outcomes. In line with extant literature on IT and its effects on OS and FP, the following hypotheses are proposed: 
H1. Information technology has a significant impact on organizational structure.  
H2. Information technology has a significant impact on firm performance. 
OS includes the nature of layers of hierarchy, centralization of authority, and horizontal integration. It is a multi-
dimensional construct in which concerns: work division especially roles or responsibility including specialization, 
differentiation or departmentalization, centralization or decentralization, complexity; and communication or 
coordination mechanisms including standardization, formalization and feature of new 
Venskus, 2007), to encourage harmony and collaboration (Gold et al., 2001). Six items are employed to represent 
2006), communication, 
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delegation and decentralization (Koontz & Weihrich, 1990) and complexity (Morales et al., 2007). Organizational 
performance is anchored around a multidimensional conceptualization related predominately to stakeholders, 
heterogeneous market circumstances, and time (Richard et al., 2009). Different studies propose different viewpoints 
2007) and non-
organizational form affect performance directly (Ciliberto, 2006). The level of centralizati
the performance outcomes (Teixeira et al., 2008). There is a negative relationship of vertical integration decisions on 
performance in the short-term, but greater performance gains over the product life cycle with higher levels of 
v
Meijaard et al. (2005) found that organizational structures (centralization, specialization) have different effects in 
terms of different outcome or results. So, based on the discussion and theory of organizational structures on 
performance above, the following hypothesis is generated: 
H3. Organizational structure has a significant impact on firm performance. 
3. Research methodology 
The study focused on Consultant Engineers Firms, one of the main providers of security services for service or 
production sector in Iran. All respondents were owners, general and executive managers, and experts of Consultant 
Engineers Firms in the area of Tehran and volunteered to participate in the study. Questionnaires, written in Persian, 
containing items measuring the above dimensions were distributed to 250 respondents. A total of 242 respondents 
returned usable questionnaires. A cluster-sampling plan was used to collect data. The majority of respondents were 
male (82.8%). Further, 43.9 percent of respondents aged between 20 and 29 years old and 62.8 percent of the 
respondents had university degree. Finally, 37.3 % of respondents were executives or senior executive (see Table 1). 
Survey questionnaires were pre-tested, using a small number of respondents (30 respondents; the pre-test 
participants did not participate in the final data collection). The revised survey was administered to the respondents 
in the area of Tehran, during normal official hours. Data was gathered during the month of July and August 2012. 
The questionnaire items about OS (six items) were adopted from other researchers namely Koontz and Weihrich 
(1990), Mensing (2006), Lotti et al. (2006) and Morales et al. (2007) due to the closer link with our research. Items 
of FP (five items) were adapted from Panayides (2007) and Morales et al. (2007). Finally, items of IT (three items) 
were adapted from Tavitiyaman et al. (2012) nization. All items were measured 
with a five-point Likert scale ranging from strongly disagree (1) to strongly agree (5). extent to 
8, p. 90). 
are acceptable and deemed to be adequate (Nunnally & Bernstein, 1994). The research variables including IT, OS, 
and FP show a significant internal consistency of 0.821, 0.868, and 0.885 respectively. This indicates that the survey 
instrument (questionnaire) can be a reliable tool to measure the three concepts (constructs) consistently. 
 
Table 1. Sample profile 
Characteristic   Percent 
Gender  
Male  82.8 
Female  17.2 
Age  
20-29 years 43.9 
30-39 years 41.4 
40-49 years 11.8 
50 and above  3.0 
Education  
Primary or below 6.6 
University  62.8 
Post-graduate  30.6 
Job position 
Technician 9.4 
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Executives or senior executive 37.3 
Assistant manager 10.6 
Managers or senior manager 28.0 
Owner 14.8 
4. Findings 
Results of confirmatory factor analysis are presented in Table 2. According to Carmines and Zeller (1979), the 
acceptable threshold for factor loading is 0.3 or above. Based on the confirmatory factor analysis, all of variables 
were retained. Most item loadings are larger than 0.3 and t values indicate that all loadings are signi
The retained variables will be used in estimating a model via SEM method. 
 
 
 
Factor Label Item Factor 
loading 
t-value  
Information 
technology 
IT1 Our firm uses IT as a competitive advantage 0.75 13.66 0.857 
IT2 Our firm has a strong belief in advanced IT 0.93 11.94 
IT3  0.86 16.60 
Organizational 
structure 
OS1 vironment 0.58 8.93 0.868 
OS2  0.67 11.11 
OS3 Openness to learning best practices and exchange lessons 0.63 10.16 
OS4  0.71 12.23 
OS5 Encourages decision-making and assumption of authority and responsibility 0.65 10.77 
OS6  0.70 12.05 
Firm 
performance 
FP1  0.75 13.72 0.885 
FP2 Moderate return on investment compared to industry average 0.87 17.54 
FP3 Sales grow stably compared to industry average 0.91 19.09 
FP4 Market share increased compared to major competitor in main services and markets 0.63 10.05 
FP5 The degree of customer satisfaction is in ideal level 0.69 11.98 
 
Table 3 shows the means, standard deviations, and correlation values among the three constructs. The means 
ranged from 3.3659 (OS) to 3.7011 (IT), and the standard deviations from 0.652 (OS) to 0.72 (FP). The correlations 
among the constructs ranged from 0.632 to 0.709. The lowest correlation was that between IT and OS (r = 0.632), 
and the highest was that between FP and OS (r = 0.709). 
 
Table 3. Correlation matrix among constructs 
 
Correlation matrix Mean SD IT OS FP 
Information technology (IT) 3.7011 0.67369 1 - - 
Organizational structure (OS) 3.3650 0.65156 0.632 1 - 
Firm Performance (FP) 3.3793 0.71550 0.639 0.709 1 
 
Figure 1 show the specified relationship between information technology, organizational structure, and firm 
performance. 
al., 1998, p. 584). Therefore, SEM is the most suitable analysis to estimate the strength of causal relationship among 
IT, OS, and FP. 2 2=2.909, RMSEA = 0.060<0.08, 
RMR=0.042<0.05, GFI= 0.956>0.90, CFI= 0.989>0.90, IFI=0.990>0.90, RFI= 0.923>0.90, and NFI = 0.956>0.90. 
The effect of IT on OS and FP was significant (p = 0.000<0.001). All of three paths specified in the hypothesized 
model are found to be statistically significant. As predicted, H1 was largely supported by the data of this study, in 
that IT had a positive by H2, IT was supported by the 
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supported H3. 
 , t=4.845); 
supporting H3.  
 
5. Discussion, managerial implications and future research 
In this study, we investigated the relationships among information technology, organizational structure, and 
performance. The empirical results provide moderate support to the proposed research framework and hypotheses. 
are drivers of firm performance. these findings are consistent with previous studies that IT is a predictor of 
organizational structure (Whisler, 1970; Ciborra, 1997; Argyres, 1999; Dibrell and Miller, 2002) and organizational 
performance (Barua et al., 1995; Hitt and Brynjolfsson, 1996; Heo and Han, 2003; Bergeron et al., 2004; Jean et al., 
2008). The results provide empirical evidence to connect the relationship between firm performance and 
organizational structure. This finding con
and Stern (2008), Teixeira et al. (2008), and Panayides (2007). Findings indicate that information technology helps 
to the firms to be more flexible in the uncertain environments and to be more openness to learning best practices. 
These firms would have proper control and satisfactory communication. IT has empowered firms by delegating to 
-making and assumption of authority and responsibility and 
facilitates organizational learning. According to findings, using advanced IT by the firm led to higher level of 
pro
market share. Finally, customer satisfaction was significantly affected by using IT throughout the firm. Thus, 
managers of CEF have to choose the appropriate IT infrastructure (related to their organizational structure) in order 
to improve firm performance. Further, managers have to make sure that IT is utilized in such a way to empower 
organizational structure. In fact, the application of IT to processing has influenced organizational structures. IT 
enables organizations to address demands for increased information processing and allows the managers to design 
organizations that are more flexible, while processing more information. We indicate some limitations in this study 
sample size, which is considered as relatively small (242), although it is generally accepted that it is the right one for 
this kind of survey (Bergeron et al., 2004). The second limitation is about the one-dimensional nature of 
performance measures (subjective data). Financial and tangible performance measurements should be included, so 
that a holistic view of a firm performance is examined. Another, possible limitation is the fact that the research 
inter relationships of IT, organizational structure, and firm performance, using more advanced information intensity 
measurements and modeling techniques. 
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